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CONCLUSION 

We recommend that the PDCP accept the charges as billed to the program by the County 
during fiscal year 2004/2005 for contract #04-0629, fiscal year 2005/2006 for contract #05-
0481, and fiscal year 2006/2007 for contract #06-0489.  On a go forward basis, the County 
should bill the program for the actual pay rate earned by employees, and improve its 
supporting documentation for claimed operating costs in accordance with the requirements of 
the contract and Title 2 of the Code of Federal Regulations Part 225, Cost Principles for 
State, Local, and Indian Tribe Governments (2 CFR 225), or risk the possibility of a portion 
of these costs being disallowed. 
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AUDIT OF PIERCE’S DISEASE CONTROL CONTRACT 

REPORTABLE CONDITIONS 

EMPLOYEE PAY RATES 
A review of the payroll records, billing records, and budget reports identified the CAC did 
not use actual personal salaries when determining the billing rate for permanent and 
temporary employees.  According to Title 2 in the Code of Federal Regulations Part 225, 
“Cost Principles for State and Local Governments”, (2 CFR 225), charges to Federal awards 
for salaries and wages will be based on payrolls documented in accordance with the 
generally accepted practice of the governmental unit.  Additionally, budget estimates or other 
distribution percentages determined before the services were performed do not qualify as 
support for charges to Federal awards.  There were multiple rate changes due to promotions, 
step increases and cost-of-living adjustments that the CAC did not update promptly.  The use 
of these rates caused the CAC to invoice the PDCP for less costs than the amount it actually 
incurred.  Since the total annual expense for the services provided exceeded the contract 
amount for all three years, we recommend PDCP accept the charges billed.  Additionally, on 
a going forward basis, the CAC should comply with 2 CFR 225 regarding billing rates. 

Recommendation 

 1. The CAC should comply with 2 CFR 225 by ensuring the hourly rate billed to the 
PDCP reflects the employee’s actual hourly rate rather than the budgeted job 
classification’s hourly rate. 

DIRECT EXPENSES 
The CAC billed the exact amount of the budgeted costs in July of each fiscal year at a rate of 
approximately $100.  However, no supporting documentation, such as invoices or receipts, 
was provided.  2 CFR 225 indicates that the cost be adequately documented, and the cost is 
ordinary and necessary for the performance of the contract.  Without the supporting 
documents, we are unable to determine whether the items or services billed to PDCP 
supported the performance of the contracts.  As noted above, the amount is immaterial to 
seek reimbursement, as well as the services provided exceeded the contract amount in two of 
the three years; therefore, PDCP should accept the charges billed.  Furthermore, on a go 
forward basis, the CAC should comply with 2 CFR 225 regarding adequately supporting the 
costs submitted for reimbursement.   
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Recommendation 
2. The CAC should comply with 2 CFR 225 and ensure that all costs submitted for 

reimbursements are adequately supported with detailed accounting records.  This will 
mitigate the possibility of the State disallowing any claimed costs by the CAC in the 
future. 
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CDFA EVALUATION OF RESPONSE 

A draft copy of this report was forwarded to the management of the County of Lake County 
Agricultural Commissioner, Lakeport, California, for its review and response.  We have 
reviewed the response and it addresses the findings contained in this report. 
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DISPOSITION OF AUDIT RESULTS 

The findings in this audit report are based on fieldwork that my staff performed between 
January 7, 2008 and January 9, 2008.  My staff met with management on January 9, 2008 to 
discuss the findings and recommendations.  
This audit report is intended solely for the information of the California Department of Food 
and Agriculture and the County Agricultural Commissioner.  However, once finalized this 
report is a matter of public record and its distribution is not limited. 
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REPORT DISTRIBUTION 
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1  Agricultural Commissioner 
 
2  State Coordinator, Pierce’s Disease Control Program 
 

         1  Liaison, County/State Relations 
 
         1  Chief Counsel, CDFA Legal Office 
 

1  Chief, Audit Office 
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